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a. 
THAILAND - KEY ECONOMIC INDICATORS 


All value in U.S. $ million and represent period averages 
unless otherwise indicated. 


U. ant 
Exchange Rate: ‘ S. $1.00 = Baht 2 
- $1.00 = Baht 2 


 stimate 
1980 1981 1982  982/811/ 


1.82 
3.00 


INCOME, PRODUCTION, EMPLOYMENT 
GNP at Current Prices 32,834 35,031 36, 286 
GNP at Constant (1972) Prices 13,895 13,976 13,515 
Per Capital GNP, Current Prices(US $) 707 738 748 
Gross Fixed Capital Formation 

at Current Prices 8,647 8,665 8,183 


Personal Income 26,456 28,026 29, 366 
Indices: (1972=100) 
Agricultural Production 
Rice (Paddy) 136.3 143.4 138.6 
Maize 239.5 304.2 296.6 
Sugar Cane 196.1 318.1 262.8 
Tapioca 416.2 446.5 452.9 
Labor Force (in thousands) 22,728 n.a. n.a. 
Unemployment Rate (%) 1.1 a 1.4 


MONEY AND PRICES 
Money Supply 3,403 3,249 3,324 
Interest Rates Commercial Bank Prime 16.27 Lf sae 17.25 
Indices: 
Wholesale Price (1976=100) 154.7 169.5 171.0 
Consumer Price (1976=100) 152.7 172.1 181.1 


BALANCE OF PAYMENTS AND TRADE 
Gold and Foreign Exchange Reserves</ 2,154 2,183 2,428 
External Public Debt 4,000 5,115 6,000 
Annual Debt Service 1,231 1,347 1,500 
Balance of Payments 253 116 144 
Balance of Trade -2,709 -2,921 -1,617 
Total Exports, FOB 6,504 7,012 6,955 
Exports to U.S. 822 907 888 
Total Imports, CIF 9,213 9,9333/ 8,572 
Imports from U.S. 1,329 1,287 1,173 


Main Imports from U.S.: (1982) (Million $): Electrical Machinery (232.5), 
Machinery, Mechanical appliances and parts (122.9), Cotton (60.7), Plastic 
(45.8), Chemical products (80.5), Tobacco (71.5) 


Footnotes: 1/ Some percent changes of 62/81 are not presented in order to avoid 
discrepancy due to change in the exchage rate in both years. 
2/ Net international reserves. 
3/ Excluding imports of aircraft, which have been taken account of in 
the balance of payments statistics for the actual month. 
Sources: National Economic and Social Development Board; Bank of Thailand; 
Business Economics Department; National Statistical Office. 





Overview 


Despite a slowdown from the more rapid growth of 1981, the Thai economy 
performed well in 1982, chalking up a real growth rate of 4.2 percent and out- 
performing all of Thailand's ASEAN economic partners except Singapore. 
Considerable progress was made in reducing the rate of inflation, which fell 
below 5 percent, and in dealing with the country's chronic balance of trade 
problems. The current account deficit of $1.1 billion is a 56.5 percent 
reduction from the deficit of 1981. The rate of growth of foreign debt 
continued to slow. Long-term debt, both public and private sector, expanded 
by less than $1 billion to $8.3 billion, while short-term obligations shrank 
from approximately $6 billion at yearend 1981 to $2.4 billion in 1982. 


The most rapid growth in the economy occurred in the banking, insurance and 
real estate sector, which expanded 11.5 percent in real terms. Other growth 
sectors were electricity and water supply, transportation and communications, 
construction, and services. The agricultural sector, responding to poor 
commodity prices and poor rains early in the planting season, shrank from $8.5 
billion in 1981 to $7.7 billion in 1982. Agriculture's share of GDP droppei 
to 20.6 percent. The manufacturing sector, on the other hand, grew from $7.2 
billion to $7.7 billion and in 1982 rivaled agriculture as the leading sector 
of the economy. 


Government expenditures increased from $6 billion to $6.8 billion in 1982, 
while revenues expanded to only $4.9 billion. As a result, the government 
deficit exceeded $1.7 billion, an amount equal to 25 percent of expenditures 


and 4.5 percent of GDP. 


The year 1983 promises a pickup in the rate of economic activity. Real GDP 
growth is forecast at 5.5 to 6.0 percent. Agricultural output should expand 
only slightly, while production of manufactures may rise by 7 percent. Price 
pressure is expected to remain moderate. The level of investment should start 
to increase rapidly from the very low levels of 1981 and 1982. The government 
will continue to be plagued by a high level of fiscal deficit, while the 
shortfall in the trade account is expected to expand to approximately $2.4 
billion. Long-term prospects for continued strong growth appear good. 


Production 


Despite the unfavorable international economic climate, the Thai economy (GDP 
aS measured in constant 1972 prices) is estimated to have expanded by 4.2 
percent in 1982. While this rate is lower than the target set in the Fifth 
Five Year Development Plan (6.6 percent) and a slowdown from last year's 6.3 
percent gain, it compared favorably with most other developing countries and 
surpassed the performance of all of Thailand's ASEAN partners but Singapore. 


Strongest growth was registered in the banking, insurance and real estate 
sector, which grew from $2.3 billion to $2.7 billion in nominal terms, or an 
increase of 11.9 percent in real terms. Other sectors which performed better 
than average were electricity and water supply (up 7.8 percent), 
transportation and communications (up 8.6 percent), and services (up 6.1 
percent). 





Agriculture remained the leading sector of the economy, accounting for 20.6 
percent of GDP and 73.7 percent of total employment. Agriculture's share of 
GDP fell from 1981's 23.9 percent, thus continuing the trend begun in the 
early 1960s, when agriculture accounted for over 40 percent of GDP. 


Within the sector itself performance was mixed. Output in volume terms for 
most major crops fell from the record outputs of the 1981/82 crop year. Rice 
production was down 8 percent to 17.2 million metric tons; output of maize 
fell by 20 percent to 3.3 million metric tons; cassava production dropped 13 
percent to 14.8 million metric tons; sugarcane yields were lower by 23 percent 
and reached only 23 million metric tons. Two factors accounted for the 
smaller crops: first, poor commodity prices in 1981 had discouraged Thai 
farmers from expanding plantings in 1982. The number of hectares devoted to 
rice, casSava, sugarcane, and kenaf decreased in 1981 from the level attained 
in 1981. Second, poor rains early in the planting season resulted in lower 
yields per hectare. 


Significant increases were attained in other crops. Rubber output, for 
example, increased by 13.5 percent to 570,000 metric tons, sorgum production 
increased marginally to 390,000 metric tons, mung bean production jumped 16 
percent to 283,000 metric tons. 


Price performance was mixed as the domestic Thai economy continued to suffer 
from low international commodity prices and abundant worldwide supplies. The 
wholesale price of paddy in Bangkok fell approximately 6 percent between 
December 1981 and December 1982. Refined sugar prices were off 7 percent. 
Other important commodities experienced a rise in prices: tapioca pellets by 


38 percent, yellow corn by 17 percent, and kenaf by 4 percent. 


All in all it is estimated that output was reduced by approximately 0.3 
percent in volume terms while the value of output fell 5.7 percent fram baht 
187 billion ($8.5 billion) to baht 176 billion ($7.7 billion). 


Performance in the manufacturing sector was better. While the sector 
experienced a slowdown from the 10-percent growth achieved in 1981, it 
continued to expand in both real and nominal terms and expanded its share of 
GDP from 20.1 percent in 1981 to 20.6 percent in 1982, rivaling agriculture as 
the leading sector of GDP. Total output rose from baht 158 billion ($7.2 
billion) in 1981 to baht 177 billion ($7.7 billion) in 1982, an increase of 12 
percent in nominal terms and 5.8 percent as measured in constant 1972 prices. 


A number of factors accounted for the relatively slower growth. Lower 
commodity prices and reduced agricultural output resulted in lower real 
incomes for farmers, who account for 70 percent of Thailand's population. As 
a result, demand, especially for consumer products and farm machinery, grew 
only slowly. Private consumption expenditures grew by only 2.5 percent when 
measured in real terms. Expenditures on food increased only 2.7 percent, 
beverages by 2.4 percent, clothing and other personal effects by 2.7 percent, 
while expenditures on tobacco products fell 10 percent. Continued recession 
among Thailand's major trading partners dampened the demand for Thailand's 
major manufactured exports. A slowdown in the level of investment resulting 
from the uncertain economic outlook affected construction and related 





activities and the demand for capital goods. Finally, high stock levels at 
the end of 1981, coupled with rapidly rising real interest rates in early 
1982, led to significant inventory drawdowns and production cutbacks. 


Although exact statistics were not available at the time of writing, the most 
seriously affected product sectors were automobiles, tires, gunny sacks, iron 
rods, wood products, paper, petroleum products, alcoholic beverages, tobacco, 
and pineapples (the last hit more by decreased availability of fruit than by 
dampened demand). On the other hand, a reduction in the tax level on consumer 
electronic items, introduced to combat smuggling, resulted in a marginal 
increase in the demand for electric applicances. Strong rates of growth were 
achieved in production of garments, pharmaceuticals, canned food, and sugar 
(due to the record 1981/82 sugar crop). 


Employment and Income 


The Thai labor force in 1982 was estimated to have reached 22.3 million 
people. The labor force has been growing at an average annual rate of 3.5 
percent per year over the last several years. Of the total, approximately 
15.4 million, or 73.7 percent, are employed in the agricultural sector, 1.9 
million (8.2 percent) in service industries, 1.8 million (7.9 percent) in 
commerce, and 1.8 million (7.7 percent) in manufacturing. Growth in 
employment has been fastest in the manufacturing sector, expanding at an 
average annual rate of 6.5 percent over the period 1977-82. 


In 1982, open unemployment was estimated to have increased to 1.4 million 
people, or 6.3 percent of the labor force, compared with the 5.8 percent 
recorded in 1981. Far more serious, however, are problems of underemployment, 
especially in rural areas. In recent years the level of underemployment has 
been estimated at between 20 and 35 percent of the overall labor force. The 
problem was exacerbated in 1982 as the central government's job creation 
program in rural areas was cut back significantly. ‘Total budgetary 
allocations devoted to rural job creation declined from baht 3 billion ($130 
Million) in 1981 to baht 1.8 billion ($80 million) in 1982. At the same time, 
the general economic slowdown in both agriculture and industry limited other 
employment opportunities. 


One factor which has worked to lessen the severity of the problem of 
underemployment, particularly in the Northeast, has been the export of labor 
to the Middle East. Some 164,000 Thai laborers are employed in the Middle 
East, a figure which has grown at an average annual rate of 70 percent per 
year since 1975. The average monthly income of Thai workers abroad was 
estimated in 1982 at $550 per month, significantly higher than the average 
income in Thailand. Remittances in 1982 were in excess of $434 million, a 
Significant factor both in the Thai current account equation and in domestic 
income. 


As a result of low crop prices and decreased output, personal income in the 
agricultural sector fell in 1982. Results varied by section of the country, 
with farmers in the Central Plains area faring the best. Farm income in that 
area remained flat in nominal terms, dropping 5 percent in real terms. In 
other areas, farm incomes were estimated to have dropped by 7-12 percent. 
Non-agricultural income earners did better. As a result of upward adjustments 





of government salaries and wages, nominal incomes of civil servants and state 
enterprise employees rose by an average of 16 percent. Wages of unskilled 
workers went up by 13 percent, while incomes for skilled and semi-skilled 
workers rose by 10 percent. 


Prices 


A continuing slowdown in the rate of inflation was one of the high points of 
econamic performance. Measured by the consumer price index, prices rose by 
only 5.2 percent in 1982 compared with 12.7 percent in 1981 and 19.7 percent 
in 1980. The wholesale price index performed even better, increasing by less 
than 1 percent compared with 9.6 percent in 1981 and 20.1 percent in 1980. 


A number of factors were responsible for the improved performance. The 
general slowdown in economic activity and the fall in farm incomes resulted in 
lower purchasing power and decreased demand. The fall in international 
commodity prices contributed to a fall in domestic prices, particularly for 
products traded on the world market — rice, flour and flour products. Within 
the CPI, for example, food prices were estimated to have decreased by 3.6 
percent. The slowdown in domestic economic activity also contributed to a 
declining demand for oil, which, coupled with stable oil prices, removed one 
of the major causes of Thailand's earlier, more rapid inflation. 


Monetary Conditions 


Interest rates in Thailand declined qmly marginally in 1982. Prime rates for 
the year average 17.25 percent, compared with 17.33 percent in 1981. When 
combined with the declining inflation rates, real interest rates rocketed in 
1982. As a result, the tight monetary situation which had prevailed 
throughout much of the period 1979-81 was overcome, and the financial system 
became highly liquid. Spurred by high deposit rates, total deposits in 
commercial banks and finance companies grew by 25.5 percent, from baht 316 
billion ($14.5 billion) to baht 396 billion ($17.3 billion). 


At the same time, slower economic growth, combined with high real interest 
rates, caused demand for loans to weaken. In addition, as interest rates 
abroad dropped below domestic rates, borrowers were encouraged to go 
offshore. As a result, loans grew only 18.7 percent, from baht 320 billion 
($14.6 billion) to baht 380 billion ($16.5 billion). The ratio of loans to 
deposits—that is, the percent of total deposits actually loaned out—shrank 
from 101.1 percent at yearend 1981 to 95.6 percent at yearend 1982. 


To reduce their excess liquidity, banks invested heavily in government 
securities — holdings of government bonds increased from baht 35 billion 
($1.6 billion) in 1981 to baht 50 billion ($2.2 billion) in 1982 — and 
reduced their foreign liabilities. Total outstanding short-term debt (less 
than one year) stood at $2.3 billion at yearend 1982, compared with only $6.8 
billion in 1981. 





Government Sector 


The slowdown in economic activity was also reflected in the government 

sector. Numerous measures were taken throughout the year to raise additional 
government revenues. In February, 1982, the government imposed a sales tax on 
real property, adjusted personal income and business tax rates, and announced 
an amnesty program for tax evaders in hopes of getting better compliance in 
the future. In October, the government announced numerous revisions in import 
duties, excise taxes and income tax regulations. Nonetheless, government 
revenue collection fell far short of target, increasing only 2.9 percent to 
baht 114 billion ($4.9 billion). A major reason for the slower growth was a 
marked decline — 10 percent — in revenues from import and export duties 
which together carry a disproportionate share of the revenue burden. In 
addition, the economic lull reduced profit levels, thereby bringing down 
corporate income tax receipts. The only exception to the trend was an 
increase in collections from individual income taxes following an upward 
adjustment of civil service salaries early in the year. 


At the same time, government expenditures increased by 16 percent from baht 
133 billion ($6 billion) to baht 156 billion ($6.8 billion), resulting in a 
deficit of baht 39 billion ($1.7 billion), or 25 percent of expenditures. In 
line with higher levels of liquidity in the domestic money market, the bulk of 
the deficit was financed by domestic borrowings from commercial banks and the 
Bank of Thailand. 


Balance of Trade 


Thailand's success in dealing with its balance of trade and current accounts 
problems is one of the highlights of its 1982 economic performance. The trade 
deficit in 1982 was $1,617 million, 41.5 percent or $1,304 million smaller 
than in 1981. 


Imports fell by 9.3 percent to $8,572 million, the first drop in imports in 
the past decade. The underlying reasons for this decline were the effect of 
stable prices in the world market and the slowdown in the country's business 
and industrial activities, resulting in smaller requirements for imported raw 
materials and capital goods. Imports of capital goods, for example, fell from 
$2.4 billion to $2.1 billion, a drop of 14.8 percent. At the same time, 
imports of raw and semi-raw materials fell from $2.3 billion to $2.1 billion, 
or 7.2 percent. In addition, the substitution of domestic natural gas for 
imported fuel oil for power generation caused oil imports to fall by 1,166 
million liters, or $221 million. 


Exports, on the other hand, were $6,955 million, an increase of 4.9 percent 
from the previous year. Most principal exports shot up in terms of volume but 
fell in terms of prices, with the exception of fresh prawn, textile products, 
and tin, Earnings from the eight major export commodities totaled $4,240 
million. 


Exports of rice reached an historic high in volume terms, topping 3.7 million 
metric tons. Price per ton fell from an average $378 received in 1981 to $260 
in 1982. As a result, total value of shipments declined by 14.7 percent to 
$978 million. Lower world market prices similarly affected export earnings 
for rubber (down 11.9 percent), tin (down 14.4 percent), and maize (down 1.1 
percent). 





Services Account 


The surplus in the services and unrequited transfers account increased 28.6 
percent to $544 million, primarily as a result of steady growth in remittances 
from Thai workers abroad and the rise in receipts from tourism. Outflows of 
investment income (interest payments and repatriation of profits) rose from 
$470 million in 1981 to $609 million in 1982, partially offsetting the 
surplus. As a result, the current account balance showed a deficit of $1,115 
in comparison with 1981's record deficit of $2,569 million. 


Capital Movements 


The surplus on the capital account decreased 33 percent to $1,627 million. 
The decline affected both private and government sectors. During the first 
quarter of 1982, high interest rates abroad not only discouraged the private 
sector fram increasing foreign borrowing but also accelerated repayment of 
foreign debts. The situation was further exacerbated by the termination of 
the swap arrangement (introduced in 1981 to shore up confidence in the baht) 
and a government delay in announcing the extension of the waiver on interest 
tax on foreign borrowings. The first quarter thus ended with a deficit in 
private capital flows of $238 million. During the following quarters, the 
private capital movements account went into surplus as foreign interest rates 
plunged and interest rate differentials moved in favor of capital inflows. 
Substantial foreign funds were brought in by the private sector, and loan 
repayments dropped to a normal level. For the year as a whole, the surplus @™ 
private net capital movements was $732 million, 20 percent less than in 1981. 
The surplus in the government's capital account decreased to $870 million. 
Loan repayments increased and borrowing, primarily by state enterprises, 
decreased. 


The overall balance of payments in 1982 registered a surplus of $144 million, 
the third year in a row that Thailand recorded a balance of payments surplus. 


Outlook for 1983 


Economic activity should increase slightly in 1983, and the rate of growth of 
GDP will likely expand to 5.5-6.0 percent, in contrast with 1982's 4.2 
percent. The projection is based on the assumption that commodity prices will 
improve throughout 1983, that the incipient world economic recovery will 
stimulate demand for Thailand's exports, that interest rates will remain 
Stable, and that financial markets will remain relatively liquid. 


Agricultural production should expand only moderately from the 1982/83 
harvest. Prices in 1982 were not conducive to increased plantings and some 
crops, notably sugarcane and cassava, may be influenced by the government's 
attempted production controls. Rubber production will continue to increase as 
a result of new plantings and in response to improving prices. Output of 
rice, maize, and other crops will depend on rains. 





Production of manufactured goods is projected to increase by 6.5-7.0 percent. 
Among other factors the low levels of inventory on hand at yearend 1982 will 
require restocking, while domestic and overseas demand should improve somewhat 
as a result of economic recovery. Gains are expected especially in the 
construction materials, transportation equipment, tobacco products, beverages, 
and food processing industries. 


Price pressure is expected to remain moderate in 1983. Wholesale prices 
should rise by about 3 percent, consumer prices by 5-6 percent. 


The government will face two main problems in 1983. The first of these will 
be a continuation of the high levels of fiscal deficit. The FY 1983 budget 
calls for a 9.9 percent increase in expenditures and a 7.9 percent increase in 
revenues. Under the estimates, revenues are scheduled to increase from 13 
percent to 14 percent of GDP, a target that will be difficult to reach. Asa 
result, budget deficits are projected to remain very high, equaling or perhaps 
exceeding the budget deficits incurred in 1982. 


Looking to 1983, the deficit in the trade account is expected to increase to 
$2.4 billion from $1,674 million in 1982 as imports grow faster than exports. 
Exports are predicted to reach $7 billion, an increase of only 2.5 percent 
from last year. Export prices should improve from the record low in 1982. 
The principal reason for the low projected growth rate lies in the decreased 
1982/83 harvest in which output of all major crops except rubber was down. 
Agricultural exports, roughly 60 percent of overall exports, are projected to 
decrease in volume terms in line with agricultural production, while 
substantial growth in non-oil imports will be induced by an expansion in 
domestic production, investment, and the replenishment of stocks depleted in 
1982. Imports are projected to top $9.4 billion, an increase of over 10 
percent. This estimate is based on a price of $32 per barrel of oil (recent 
OPEC price cuts may reduce the projected deficit by $100-200 million.) 


The Thai government estimates the service and transfer accounts will bring in 
$739 million, a 35.8 percent increase from 1982, because of a projected 
increase in income from tourism and from remittances of Thai workers abroad. 
The current account deficit may reach $1,674 million. 


The surplus in the capital account is expected to remain nearly the same as 
1982 — about $1,478 million — as private capital flows increase in light of 
the pickup in domestic economic activity and lower foreign interest rates. 
Public capital flows, on the other hand, should decline as disbursement of 
foreign loans to finance certain projects is postponed and domestic funds are 
substituted for foreign borrowing. The Bank of Thailand currently estimates 
that the surplus in the capital account will be smaller than the deficit in 
the current account and the balance of payments is expected to register a 
moderate deficit of around $196 million. 





Eastern Seaboard Development Project 


Of considerable interest to potential U.S. investors, the Thai government is 
pushing ahead with plans for extensive development of the eastern seaboard 
area, comprising the three provinces of Chachoengsao, Cholburi, and Rayong, 
which stretch along the coast to the south and east of Bangkok. The bulk of 
the development is designed to capitalize on substantial deposits of natural 
gas found offshore in the Gulf of Thailand. Overall plans call for 
investments in excess of $4.9 billion, the bulk of which should be undertaken 
during the period 1983-1991. Under current thinking, the government will be 
responsible for infrastructure development and will oly take an equity 
interest in essential enterprises where necessary to attract private venture 
capital. The bulk of the projects are expected to be commercially viable and 
will be undertaken by private investors. 


Government investment is primarily targeted at infrastructure development. 
Extension of the road, rail and other transportation and communications 
networks will be undertaken to support the needs of heavy and light industries 
attracted to the area. A cabinet-level decision has already been taken to 
expand port facilities at Sattahip to handle bulk traffic. Beginning in 1987, 
a deepwater port will be built at Laem Chabang. Major urban centers will be 
constructed at Chonburi, Siracha/Laem Chabang, Pattaya, Rayong and Ban Phe. 

In addition, special industrial zones with infrastructure will be constructed 
near the urban areas, with the majority of heavy industry going to Map Ta Phut 
on the southern coast. 


Major industrial facilities planned for the area include a gas separation 
plant, a chemical fertilizer plant, a vinyl chloride monomer plant, a 
petrochemical complex, a soda ash plant, and a methanol project. Other plans 
call for the establishment of light industries (food processing, textiles, 
electronics) throughout the area as well as associated support industries and 
facilities. 


Implications for U.S. Business 


Investment and sales prospects should brighten considerably in 1983 as a 
result of the expected upturn in the level of economic performance. Prospects 
for sales of capital goods to Thai industry, especially industry capitalizing 
on Thailand's economic strengths—agricultural products and labor—will be 
good. Expanding supplies of natural gas from the Gulf imply a speedup in the 
level of investment in energy-related industries. 


Other major projects include an ethylene cracking plant capable of producing 
250,000 tons of ethylene and 62,000 tons of propylene per year. A feasibility 
study is now being conducted. The Petroleum Authority of Thailand (PIT) is 
conducting a pre-feasibility study on the construction of a one-million cubic 
meter oil storage facility and a seaberth buoy capable of accommodating 
200,000 DWI tankers. PIT has also completed a feasibility study for a 
debottlenecking project for the Bangchak oil refinery, which is designed to 
boost capacity from 65,000 to 90,000 barrels per day and to shift production 





more heavily to benzine and diesel oils rather than bunker oil. Another 
project for the construction of a 100,000 barrel per day refinery in Krabi 
Province, in southern Thailand, is awaiting government approval. 


The tourist industry has continued to expand rapidly with even better 
prospects in 1983. Equipment and services to this sector should continue to 
be in high demand throughout the year. 


Sales of consumer goods as well as agricultural machinery and equipment are 
expected to pick up as improving commodity prices increase rural incomes. 


* U.S. GOVERNMENT PRINTING OFFICE: 1983-381-007:507 











